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1. PURPOSE OF THIS MESSAGE IS TO ADVISE OF RECENT ISSUE 
RAISED BY CENTRAL BANK (CB) OVER RATE AT WHICH MILITARY 
BANKING FACILITIES BUY DOLLARS FROM INDIVIDUALS. 

2. BACKGROUND: FOR PURPOSES OF ESGABLISHING UNFORM RATE 
AT MILITARY BANKING FACILITIES (MBFS) FOR BUYING AND SELLING 
DOLLARS, THE EMBASSY PROVIDES MILITARY AUTHORITIES ON DAILY 
BASES THE PREVAILING MANILA INTERBANK RATE (IBR). 

THIS PROVIDES BASIS FOR EMBASSY ACCOMMODATION EXCHANGE 
RATE (EAER) FOR DOLLAR BUYING, BASED ON GUIDELINE OF PRO- 
VIDING FOR INCOME FACTOR OF .0075. ALL MBFS HAVE BEEN 
USING THIS RATE, INCLUDING AMEXCO TREASURY FACILITY AT 
SUBIC, FNCB BRANCH AT CLARK, AND PRUDENTIAL BRANCHES AT 
CLARK AND SUBIC. 

3. CENTRAL BANK HAS RECENTLY NOTED THAT THIS SYSTEM 
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DAY, OFF-BASE BANKS WERE SELLING PESOS AT 7.35 RATE, 

WHILE BASE BANKS WERE SELLING AT 7.44. CENTRAL BANK 
CRCULAR PROVIDES THAT QUOTE THE MINIMUM BUYING RATE FOR 
U.S. DOLLARS WHETHER IN THE FORM OF CHECKS, TRAVELLERS 
CHECKS, NOTES AND COINS SHALL REMAIN AT 2 PERCENT BELOW 
THE INTERBANK GUIDING RATE. . . UNQUOTE 

4. APPARENT CONFLICT BETWEEN CB REGULATIONS AND INSTRUC- 
TIONS FROM MILITARY AUTHORITIES GAVE RISE TO MEETING AT 

CB INVOLVING REPRESENTATIVES OF PRUDENTIAL AND CLARK BRANCH 
OF FNCB. AMEXCO DID NOT ATTEND. EMBASSY NOT OFFICIALLY 
INFORMED OF MEETING. UPSHOT OF MEETING, ACCORDING TO 
PRUDENTIAL SOURCE, WAS TO NOTE LANGUAGE OF CIRCULAR, 

WHICH REFERS TO QUOTE MINIMUM UNQUOTE BUYING RATE, LEAD- 
ING TO CONCLUSION THAT THERE WAS NO REASON OFF-BASE BANKS 
COULD NOT OFFER SAME RATE FOR DOLLARS AS MBFS. NO CHANGE 
IN PRESENT SYSTEM CAME OUT OF MEETING. CB AUTHORITIES 
MAY HAVE BEEN GUIDED IN REACHING THIS CONCLUSION BY 
EARLIER DISCUSSION BETWEEN ECON/COMMERCIAL COUNSELOR AND 
UNDERSECRETARY FOR FINANCE PIO DE RODA, WHERE IT WAS 
AGREED THAT PRESENT ARRANGMENT WORKING SATISFACTORILY 
AND APPARENTLY TO BENEFIT OF ALL CONCERNED. 

5. WE ARE GLAD TO AVOID, AT LEAST FOR PRESENT, CONFRONTATION 
WITH CB ON ISSUE. IF PRESSED, PRUDENTIAL WOULD HAVE HAD 

TO ABIDE BY CB GUIDANCE, CREATING AN UNTENABLE SITUATION 
OF TWO EXCHANGE RATES ON BASES AND CONSEQUENT DIFFICULTIES 
WITH MAINTAINING EAER. SULLIVAN 
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